A eeting of the Board of Governors of the Federal Reserve

Tsten
¥as held in Wiashington on Wednesday, September 6, 1944, at

U:gg i,

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Draper
Mr. Evans

Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

ﬁt The action stated with respect to each of the matters herein-
&p

ref
®*TTed to was taken by the Board:

T .
hd he Minutes of the meeting of the Board of Governors of the

R
°Serve System held on September 5, 194k, were approved unani-

mously

' MemOrandum dated August 29, 1944, from Mr. Thomas, Assistant
lrecto N ~ , . ,
B

) et . . :
the { the Division of Research and Statistics, recommending that

o1y
owj .
Hng lhcreases in basic annual salaries of employees in that

Y
Vigy
on b
3 &Pproved, effective September 16, 194:

e Salary Increase
By Lina: Designation From To
Es S35
8 s C .
> Elegpop il Xe Library Assistant $2,100  $2,300
hes? Copa OF K. Library Assistant 2,160 2,300
Try 4 Jean 2 A ,
4 Ve Library Assistant 1,800 1,980
Ta Myers Library Aid 1,440 1,62

Approved unanimously.

Yemgy..
he °Tandum of this date from Mr. Thomas, Assistant Director of

vigy
1o v
N of Research and Statistics, submitting the resignation of
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G
88 3
Mice Coffman as a clerk in that Division, to become effective
as of
t -
iy he close of business on September 12, 1944, and recommending
% th .
i Tesignation be accepted as of that date or at an appropriate

Rrlie
o : :
date jr she uses any annual leave prior to leaving the service

* the
Boarq on September 9, 1944.

The resignation was accepted as rec-
Ommended.

t Mem°randum of this date from Mr. Thomas, Assistant Director of
eDi z
Visj :
Wy 10n of Research and Statistics, submitting the resignation of
]

K

ath
°T¥n E. Grimes as a clerk in that Division, to become effective

S
of the t164
the

€ of business on September 6, 1944, and recommending that
Pesi .
8hation pe accepted as of that date.

The resignation was accepted as rec-
Ommended.

¥
me emorandum of this date from the Personnel Committee submitting

N
i Rosco

3y Stone, a farmer of Hickman, Kentucky, for appointment

Qirec
&, tor of the Louisville Branch of the Federel Reserve Bank of
LOUis fOr %
Y
Peco
Mier 1.
8, L Nding (1) that the Chairman of the Federal Reserve Bank of
Ouis
&ch

he unexpired portion of the term ending December 31, 1946,

b
€ requested to ascertain informally whether Mr. Stone would

&ppo N
%e%m “Ntment ang (2) that the appointment be tendered if he would

Approved unanimously.
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Telegram to Mr. Peyton, President of the Federal Reserve Bank

OfMi
n ; ;
eaPOllS, stating that, subject to conditions of membership num-

bere
41
to 3 contained in the Board's Regulation H and the following

N
DeciEJ. CothitiJ)
City B&nk

n, the Board approves the application of the "Miles
> Miles City Montana", liles City, Montana, for membership
e F
®deral Reserve System and for the appropriate amount of stock

e F
®deral Reserve Bank of Minneapolis:

n
4 EUCh bank shall pay no dividends to common stock-
olders until the surplus account has been increased
wgtn?t less than twenty per cent of its capital and,
hin such time as may be deemed reasonable by the
s:deral Reserve Bank of Minneapolis, such bank shall
torengthen its management in a manner satisfactory
W, the Federsl Reserve Bank."

etelegram

Ny, Tequested that the Federal Reserve Bank advise the ap-
ant

anmmberank of the Board's approval of the application and conditions

the Ship Prescribed, together with necessary instructions as to

mea;t:dufe for accompliéhing membership, and stated that a letter

to ea'g detailed advice regarding such approval would be forwarded
PPlican, bank through the Reserve Bank.

Approved unanimously.

Ven S
Orandum dated September 5, 1944, from Chairman Eccles reading

i3

L]
0 ) .
Cmmﬁttg Yarch 26, 1942, the Board created the Var Loans

giPeCtioz for the purpose of supervising, under the general
Sdepay of the Board of Governors, the activities of the
ment, - €Serve System as Fiscal Agent for the War Depart-
emmiv vy Dep&rtment, and Maritime Commission under Fx-

® Order 9112,

SER
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"On July 3, 1942, in connection with a rearrangement
&xpa Signments among individual Board members, the anrd
to inded the responsibilities of the VWar Loans Committee
relaz?lude the administration of Federal Reserve activities
eq Mg to industrial loans under section 13(b) of the
°ral Reserve Act.
C°mmit§0 further change has been made in the scope of the
®e's responsibilities since that time although, as
o, the Contract Settlement Act was approved on July
eéeizhh: and there has been considerable work done guring
of yap onths in shaping up a program for the financing
Viseq fontract termination. Moreover, the Board has re-
‘lts Regulation V so that it relates both to loans
Executive Order 9112 and under the Contrzct Settle-
ct. 1 therefore recommend that the authority of

“
mlni;ir Loans Committee be broadened to include the ad-

of ag

e PaFion of Federal Reserve activities pursuant to
PToVisions of the Contract Settlement Act of 194k."

Approved unanimously.
lW& Ina letter addressed to the Board under date of September 4,

J ~I‘. -
Proy, Hlanley’ Director of Contract Settlement, stated that he ap-
eq 4
Wuh oncurred in the schedule of fees and rates in connection
tep
Pmlnatlon guarantees and loans under Regulation V as proposed

the BOardv

S letter of September 2, 194l.

All steps preparatory to putting the
termination loan program into effect hav-
1Ng been completed, the following unani-
Mous actions were taken by the Board:

L Effective September 11, 1944, Regulation

> Financing of War Production and Var
Contract Termination, was amended to
read as follows:

SER
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"FINANCING OF WAR PRODUCTION AND WAR CONTRACT
TERMINATION

WREGULATION V
"Revised Effective September 11, 1944

- "SECTION 1. AUTHORITY
his regulation is based upon and issued pursuant
® Executive Order of the President, No. 911z, dated
26, 1942 (herein called the Executive Order), sec-
0y tOf the Act of June 11, 1942, 50 U.S.C. (Appendix)
B léh he Contract Settlement Act of 1944, approved July
prOVis[-" herein called the Settlement Act) and various
prOVedlgns of the Federal Reserve Act, and has been ap-
"SECTon the Director of Contract Settlement.l
np N 2. OBJECTIVE OF THE FEDERAL RESERVE SYSTEM

S8l rives he objective of the Federal Reserve System in
of the € out the purposes of the applicasble provisions
Taey 1 7f*’(‘r?‘cutive Order and of the Settlement Act is to
C°ntrac:te and expedite the finencing of contractors, sub-
2 15 Ors and others in connection with war production
tion Connection with claims arising out of the termina-
%ar contracts or operations. The Board of Gov-
f the Federal Reserve System and the Federal Re-
iject' nks will cooperate fully in order to achieve this
design;ve'. The Federal Reserve Banks have heretofore been
Seq 't‘ed as fiscal agents of the United States by the

emtc.lry of the Treasury pursuant to the terms of the
o 40 Ve Order and are authorized by the Settlement Act
et On behalf of the contracting agencies< as fiscal
°f the °f the United States in carrying out the purposes

to th
Ma_rch
tion

emo
T
Se S o

"S ct.
E?%ION 3. OPER4LTIONS OF THE FEDERAL RESERVE BANKS
to t he Operations of the Federal Reserve Banks pursuant
Neny , PrOVisions of the Executive Order and of the Settle-
B°&rd et will be conducted, under the supervision of the
Cop an: G?Vernors of the Federal Reserve System, in ac-
c°ntr~ e.wlth such instructions as may be issued by the
ACling agencies.
lThe Ex
19,5 “SCutive Order, section 7 of the Act of June 11,
Tent,’ ad pertinent provisions of the Contract Settle-
QThe °t of 191, are printed in the Appendix.

S&met:lmfl fContracting agency' is used herein with the
Act  °%Ning as that given it in the Contract Settlement
°f 1914, °

SER
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'| "SECTION 4. RATES
Rates of interest, guarantee and commitment fees,
hlwhtier Chgrges with respect to loans made or guaranteed
agenco € or in part by any contracting agency through the
a prz Of‘any Federal Reserve Bank will from time to time
Otherw§crlbed’ either specifically or by maximum limits or
ysteml??’ by the Board of Governors of the Federal Reserve
ettlo With the concurrence of the Director of Contract
Tent .
"SECTION 5. RESPONSIBILITY AND EXPENSES OF
ny FEDERAL RESERVE BANKS
or acc°° Fed?ral Reserve Bank shall have any responsibility
dep theuntabllity except as agent in taking any action un-
lation Executive Order, the Settlement Act, or this regu-
Sha)y * In any case in which any Federal Reserve Bank
Vanee Wake or participate in meking any loan, discount ad-
agenc§ guarantee or commitment as agent of any contracting
Settlemunder authority of the Executive Order or of the
b my ent Act, all such funds as may be necessary to carry
agencyy Obligation assumed on behalf of such contracting
frop SHsﬁall be supplied by and disbursed under authority
Ty re ®1 agency in accordance with such procedure as it
by eac?ulre' Each Federal Reserve Bank shall be reimbursed
(inclu;_COntracting agency for all expenses and losses
Denge lng,.b?t not limited to, attorneys' fees and ex-
inOf 1}tlgation) incurred by such Federal Reserve
behalf acting as fiscal agent of the United States on
the Px, of Such contracting agency under or pursuant to
€Cutive Order or the Settlement Act.

and o

"R "SECTION 6. REPORTS
as ¢ 5 @Ch Federal Reserve Bank shall make such reports
Sha)y ~ “°3rd of Governors of the Federal Reserve System
the terequlre with respect to its operations pursuant to
Of 41, WS of the Executive Order or the Settlement Act and
*8 regulation.n
2 Effective September 11, 1944, the last
Sentence of subsection (h) of section
1 of Regulation A, Discounts for and
Advances to Member Banks by Federal Re-
Serve Banks, was amended to read as fol-
OWs, with the understanding thet the
€deral Reserve Banks would be recuested
to have copies of the amendment printed
for distribution in their respective
istricts:




%6/
W i
"The va
note
€ a
eX

Quirement of this section of the regulation that a
» draft, or bill of exchange be negotiable shall not
2 Pplicable with respect to any note, draft, or bill of
. “Nge evidencing a loan which is in whole or in part
ECEE?JECt of a guarantee or commitment made pursuant to
of 19htv: Order No. 9112 or the Contract Settlement Act

3. The following letter to the Presidents
of all the Federal Reserve Banks, together
with the fees and rates referred to there-
in, was approved, with the understanding
that copies of the letter would also be
Sent to Colonel John C. Mechem of the Wer
Department, Lieutenant Commander Donald
P. Welles of the Navy Department, Mr.
R. E. Anderson of the United States Mari-
time Commission, and Honorable Lobert
H. Hinckley, Director of Contract Settle-
ment:

WlAu"As you know, the Director of Contract Settlement
a COpgust 18, 1944, issued his General Regulation No. 1,
1 L, Y of which was sent to you under date of August 25,
in o Prescribing procedures and policies to be followed
Mwy E Buaranteeing of termination loans by the War and

Feqeraepartments and the Maritime Commission, through the

Aet o Reserve Banks, pursuant to the Contract Settlement
ffey, h9hh. The steps necessary to put the program into
a

g Ve now been completed.
hag r {fective September 11, 1944, the Board of Governors
anq EVised its Regulation V, Financing of War Production
the éor Contract Termination, in the form enclosed with
the sa&rd!s letter of August 12, 1944. Effective as of
Disco M€ date, the Board has amended its Regulation A,
SerVeuntS for and Advances to Member Banks by Federal Re-
QU of nks, by changing the last sentence of subsection
I gy Eection 1 of that Regulation to read as set forth
e oard's letter of August 12, 1944.
ang Wi¢UPsuant to section 4 of the revised Regulation V,
Nepi D the concurrence of the Director of Contract Settle-
> “0e Board has prescribed, effective September 11,

SER

1331




1332

=T

Ill
fezgh’-the following schedule of guarantee and commitment
°&ns?1th respect to termination (T-Loan) guarantees and
GUARANTEE FEES
ON TERMINATION LOANS GUARANTEED PURSUANT
TO THE CONTRACT SETTLEMENT ACT OF 1944

10222 cent of Guarantee Fee
==L Ruaranteed (Per cent of interest

payable by borrower
on guaranteed portion

of loan)
80 or less 10
90 20
95 30
Over 95 50

THAT ) MAXIMULL COMMITMENT FEE
VAY BE CHARGED BORROWER BY FINANCING INSTITUTION
1/L of 1 per cent per annuml or
en A flat fee of not to exceed .i;%SO.OO2
Directo € Board has also fixed, with the concurrence of the
8 the T of Contract Settlement, & rate of 4-1/2 per cent
“ImaX1mum interest rate on T-loans.
gua N order to achieve uniformity, the above schedule
Pat, Tantee and commitment fees and the maximum interest
&Ve also been prescribed by the Board, with the concur-
Sof the Director of Contract Settlement, to govern guar-
iy °f V and VT loans, under Executive Order No. 9112 ex—
ch w?n the revised form of 194/, V-Loan Guarentee Agreement
uilll be prescribed in the near future.
mination the case of both T-loans and V and VI loans, no ter-
eXCept N fee, service fee, or other fee of a similer character,
a} rrocharges covering out-of-pocket expenses, may be charged
"IWer.by a financing institution.
8t&ndarn his General Regulation No. 1, the Director approved
LOan forms of T-Loan Guarantee Agreement and Termination
byt t §reement with Explenatory Notes regarding their use;
&ffec ¢ Regulation provided that technical amendments not
Teny, -l?g Policy might be made in the Termination Loan Agree-
g NcnQ the Explanatory Notes by agreement among the Var

x‘en(:e

tee
ecut
¥hi

To
be baseq on average daily unused balance of the maxi-
&/ “itgum brincipal emount of the loan.
Out regard to the amount or maturity of the commitment.

SER
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n
?aVy Departments, the Maritime Commission and the Board

in ¢ Vernors have agreed to certain minor technical changes
plana: form of Termination Loen Agreement and in the @x—
for usory Notes. Otherwise, the forms enclosed herewith
Which € 1n connection with T-Loans are the same as those
Were appended to the Director's General Regulation
"o August 18, 1944.
Progy. I connection with the inauguration of the T-Loan
am, the following documents are enclosed herewith:
1. Photostats of letters of instructions
L0 all Federal Reserve Banks from the War Depart-
Tent and the Navy Department, dated September 4,
®nd August 29, 1944, respectively, with respect
to.termination loans and guarantees; and duplicate
g;lginal prepared on 'ditto! machine of letter
alllnstructions from the Maritime Commission to
WithFederal Reserve Banks, dated August 22, 1944,
Tespect to termination loans and guarantees.
abl Photostgt of memorandum from the Honor-
Unde Henry L. Stimson, Secretary of War, to the
or Secretary of War, dated July 24, 1944, dele-
g:tlng authority and discretion under the Contract
o tlement Act of 1944; and photostat of letter
1 O the Under Secretary of War dated July 24,
GeAA’ to the Chief of Staff and to the Commanding
D€rals of Army Service Forces and Army Air
d:ices’ delegating authority and discretion un-
s the Contract Settlement Act of 1944, to be
sCr?glsed to the extent and in the manner pre-
iol ed by.the War Department Procurement Regula-
e 28.  (With respect to the last-mentioned docu-
0, the War Department Procurement Regulations
O;Ve not yet been issued; but adequate delegations
£ ea#thorlty to Financial Contracting Officers of
.~ "ar Department to act in connection with ter-
SegiflOH guarantees and loans are containe@ in
. t;OH 1 of the War Department's instrucPlons
pap ¢ Federal Reserve Banks referred to in
agraph 1 above.)
3. Photostat of memorandum signed by the

H
Ngnorable James V. Forrestal, Secretary of the
> dated August 29, delegating to the Chief

-0-

SER




W@Qh

1334

-10-

"of Procurement and Materiel authority with re-
Spect to loans and certein advance payments under
the Contract Settlement Act of 1944 ; and photostat
of memorandum from the Chief of Procurement and
Yaterial, dated August 30, 1944, to the Assistant
Chief of Procurement and Materizl in Charge of
Procurement, redelegating such authority.

L. Copy of Supplement No. 1 to General
O?der No. 57 of the United States Maritime Com~-
Mssion, delegating certain zuthority with re-
Spect to the execution of guarantees on behalf
of the Maritime Commission under section 10 of
the Contract Settlement Act of 1944. (This docu-
Went was published in the Federal Register, Vol.
95 No. 175, p. 10719, September 1, 194.)

5. Photostats of letters from the War De-
Partment, Navy Department, and karitime Commis-
Slon, dated September 4, September 2, and September

> 1944, respectively, authorizing the use of the
Standard form of T-Loan Guarantee Agreement and
Standard form of Termination Loan Agreement, to-
8ether with Explanatory Notes with respect to
Such forms,

6. One duly authenticated copy each of the

Standard form of T-Loan Guarantee Agreement, the
orm of Termination Loan Agreement, including the
1bits thereto, and Explanatory Notes regarding
bhe use of such forms in the form as approved
Y the Director of Contract Settlement on August
m8’ 1944, supplemented by certain technical amend-
t?nts not affecting policy in the form of Termina-
flon Loan Agreement and Fxplanatory Notes. These
WOrmS, all bearing the date of September 1, 1944,
®re enclosed in identical language with the let-
er§ from the War Department, Navy Department, and
Titime Commission referred to in paragraph 5
above,
F4 7. Photostat of letter from Director of
lnance, Maritime Commission, dated September 1,
Bort Qesiggating as Maritime Commission repre-
atives for termination loan guarantees the
Persons now authorized to act as such with respect

9il§uaranteed loans under lixecutive Order No.
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"A Separate letter is being sent you enclosing a

forn of application for T-loan guarantees. A suppl;?r of

Fas Printed T-Loan Guarantee Agreement and Termination

{‘?an Agreement, with Explanatory Notes and of the appllc_a-

~on form will be dispatched to your Bank in the next day

;r tWo ang should reach all Federal Reserve Ba,nks.notL '

Su8p than September 11, 1944. A supply of the Director's

s 2eral Regulation No. 1 will also be sent you at the

A time in printed form. )

it s "Pending receipt of a supply of the p?lnted forms )

i l{s Suggested that your Bank prepare a circular to f}nanc-
S Nstitutions in your district with reference to ’Phls

gitter’ to be dated September 12, l9{,h, and to ’t‘)e mailed

or hat date. This circular should include in its text

fe ® an enclosure the schedule of guarante.ae.and commitment

angs &d maximum rate of interest, as specified above,

Shoulq also enclose a copy of the T-Loan Guarantee

agreement: Termination Loan Agreement, Explanatory Notes,

Rgplication form, and the text of the Director's C_}eneral

0ngu-kltion No. 1. It is suggested that in your circular

logec’ SUbject you call particular attention to'the pol-
leg Prescribed by the Director in his Regulation. 5

the "It ig contemplated that a press statement regarding

Nops o 02N program will be issued by the Board of Gover-

th S Aoy release on September 11, and we will wire you

® text of such statement before it is released."

Letter to the Presidents of all the Federal Reserve Banks read-
g CH) follows:

Depg You w111 £ind enclosed & memorandum from the Var
Payy ent, dateqd September 5, 194), signed by Colonel
regar,_e‘feland, Chief, Advance Payment and Loan Bran;h,
l‘ece-qlng the submission of statements of guarantee fees
*Ved on terminated guarantee agreements.

Approved unanimously.
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Thereupon the meeting adjourned.

Assistant Secretery,

Chairman.






